Education and Earnings

Does going to school pay off? Most people think so. ,'HWO% of young adults graduate from high
school and about 60% of high school seniors continue on to college the following year. People decide to go to col-
lege for many reasons. One of the most compelling is the expectatic future economic success based on educa-
tional attainment.
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At both the high school and bachelor’s attainment level, the earnings of younger women and men are relatively close
with women earning about four-fifths of men’s earnings. However, for workers with a bachelor’s attainment, the earn-
ings difference between men and women becomes more pronounced as workers age (from 0.81 for ages 25 to 29 years
compared with 0.60 for ages 60 to 64), compared with a relatively flat earnings difference for workers at the high
school level.

Numerous events over one’s work life may account for the expanding wage gap with age, such as continuous partici-
pation in the labor force, commitment to career goals, competing events, discrimination, and promotions. These and
other factors may lower the earnings of women relative to men, and these differences play out dramatically with total
work life earnings.

On average, a man with a high school education will earn about $1.4 million from ages 25 to 64 years. This compares
with about $2.5 million for men completing a bachelor’s degree and $4.8 million for men with a professional degree.
In contrast, men with less than a high school education will earn an average of $1.1 million.

Women in the same age group completing high school will earn an average of $1.0 million, about 40 percent less than
the estimated $1.6 million for women completing a bachelor’s degree. The work life payoffs for women with profes-
sional ($2.9 million) and doctoral ($2.5 million) degrees, though substantial, lag markedly behind those of men with
the same educational attainment.

The cumulated difference between men and women amounts to about $350,000 for high school dropouts. The differ-
ence increases to $450,000 for high school graduates and to about twice that for bachelor’s degree holders. Men with
professional degrees may expect to earn almost $2 million more than their female counterparts over their work life.

Race and Hispanic Origin, Education, and Earnings

Educational attainment differs significantly by race and Hispanic origin. Among adults 25 years old and over in 2000,
88% of White, non-Hispanics, 86% of Asians and Pacific Islanders, and 79% of Blacks had attained at least a high
school diploma. Similarly, 28% of White non-Hispanics, 44% of Asians and Pacific Islanders, and 17% of Blacks had
received a Bachelor’s degree. For Hispanics (who may be of any race), only 57% had a high school diploma and 11%
a bachelor’s degree. Even accounting for these large differences in educational attainment by looking at earnings with-
in each education category, earnings differences persist and can accumulate dramatically over a 40 year work life.

White non-Hispanics earn more than Blacks or Hispanics at almost every level of educational attainment. For exam-
ple, among full-time, year-round workers with a high school education, White non-Hispanics will earn an average of
$1.3 million during their work life, compared with about $1.1 million earned by Blacks and Hispanics. At the bache-
lor’s level, White non-Hispanics can expect total earnings of about $2.2 million, compared with $1.7 million for Blacks
or Hispanics.

While Asians and Pacific Islanders earn less than White non-Hispanics with similar educational attainment at the high
school graduate level and the bachelor’s level, Asians and Pacific Islanders with graduate degrees (master’s, doctoral
or professional) have earnings similar to those of White non-Hispanics. Among full-time, year-round workers with a
high school diploma or bachelor’s degree, Asians and Pacific Islanders will earn about $200,000 and $400,000 Iess,
respectively, than White non-Hispanics during their work life.

Though on average, work life earnings are lower for Blacks and Hispanics than White non-Hispanics of the same edu-
cational attainment level, the educational investment still pays off. Black workers with less than a high school educa-
tion would earn less than a million dollars during their work life, increasing to $1.0 million for workers with a high
school education, $1.7 for a bachelor’s degree, and $2.5 million for an advanced degree. Likewise, Hispanic work life
earnings also reflect this ascending outcome. Thus, regardless of race or ethnicity, higher educational attainment
equates to higher earnings.




